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SUBJECT: BRAZILIAN COFFEE PURCHASES 

REF: STATE 136727 

1 . IN ABSENCE OF ECON/COMMERCIAL OFFICER, I CARRIED OUT 
INSTRUCTION CONTAINED REFTEL WITH DIRECTOR OF FOREIGN TRADE AT 
THE MINISTRY OF ECONOMY AND COMMERCE. IN REPLY TO MY APPROACH, 
MISS GUERRA SAID THAT RECENT ABRUPT RISE IN PRICE OF COFFEE 
HAD FOLLOWED A LONG PERIOD OF PRICE STAGNATION AND THEREFRORE 
WAS OVERDUE. SHE AGREED THAT PRICE AT THIS TIME MIGHT BE TOO 
HIGH, BUT THAT IT WAS HOPED A LONG-RUN PRICE COULD BE ARRIVED 
AT BETWEEN $2.50-3.00. SHE THOUGHT SUCH A PRICE REASONABLE 
AND, THEREFORE, IT WOULD BE UNFORTURNATE IF CONSUMER GOVERNMENTS 
WERE TO TRY TO DELIVERATELY REDUCE COFFEE IMPORTS. SUCH A 
PRICE AT PRESENT LEVELS OF TRADE WOULD ALSO REPRESENT 
IMPORTANT FORM OF ASSISTANCE FROM THE DEVELOPED WORLD TO THE 
UNDER VELOPED COUNTRIES. MISS GUERRA SAID SHE THOUGHT THAT, 

GIVEN THE PRESENT PRICE SITUATION, THE MADAGASCAR QUOTEA AND 
OTHERS WOULD NOT BE CHANGED UNTIL AFTER THE EXPIRATION OF 
THE PRESENT COFFEE AGREEMENT, AND THAT AFTER THAT DATE A 
NEW FORMULA WOULD BE USED FOR SETTING QUOTAS. 
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2. 1 POINTED OUT THAT IT WAS CONSUMER REACTION RATHER THAN 
GOVERNMENT POLICY WHICH MIGHT DECREASE CONSUMPTION IN THE 
US. HOWEVER, MISS GUERRA WENT BACK TO HER ARGUMENT THAT 
THE COFFEE TRADE, IF MAINTAINED AT PRESENT LEVELS, WOULD 
BE AN IMPORTANT ELEMENT IN TRANSFER OF RESOURCES FROM 
NORTH TO SOUTH. SHE ALSO SAID THAT BRAZIL'S PURCHASES WERE 
NOT FOR PURPOSE OF MAINTAINING HIGH PRICES OR FOR BUILDING 
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UP STOCKS, BUT WERE GENUINELY NECESSARY FOR BRAZIL'S 
INTERNAL CONSUMPTION.BARRETT 
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